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WATER SERVICE

Septemberl4, 2022

Edward Schenk

Stormwater Manager

City ofFlagstaff Water Services
2323 N WalgreenBlvd Ste 1
Flagstaff, AB6004

Subject: Stormwater Utility Rate Adjustment Study

The City of Flagstaff has maintained a separate stormwater utility since 2003, which is funded
primarily by a stormwater utility rate assessed on an Equivalent Rate Unit (ERU) basis. The current
stormwater rate of $3.74/ERU generates just over $4M in reeeannually and was set in 2018 to provide
debt servicing associated with the Rio de Flag Flood Control Project and to supplement the existing
Stormwater Capital Improvement Progra®everakvents since the most recent rate adjustment have
combined to mak the currentstormwaterrate insufficient to meeturrent and futurecommunity needs.

These events includeostwildfire flood mitigation needs, critical infrastructure upsizing needs in multiple
drainage areas, deferred CIP projects identified in theD28rtheast Area Master Drainage Study, and
rapidly increasing materials and construction costs worldwithere, we intend to assess the overall
financial condition of the stormwater utility and develop the appropriate rates to meet those needs.

Our finacial condition analysis will be heavily impactedNiyvember 2022allot proposition
441. If passedthis proposition would provide a total of $26M in funding foritical stormwater
infrastructure improvements through a general obligation bond issualfie®t passed, funding for these
capital projects will need to come from revenue bonds and higher stormwater fees. Water Resources
Economics (WRE) has evaluated both scenarios and developagphepriaterates for each.

Operating costs for thetormwater fundhave increased significantly in recent years. Increased
wildfire activity around Flagstaff has resultedhe need formore regular flood response and stormwater
infrastructure improvements with the city spendinger $2M in the last two years on pefite flood
response. With climate change worsenjmggowing detention basinmaintenanceneeds,and deferred
capital projects still years away from completjdhe trend of increased operating costs is expected to
continue for the foreseeable futurdVRE, along witkity staff, has developed the following projections
for operating costs for the stormwater fund through 2028/2029 (Table 1).
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Tahle 1: O&M Expenses through FY 2028/2029
FY 2022/2023 FY 2023/2024 FY 2024/2025 FY 2025/2026 FY 2026/2027 FY 2027/2028 FY 2028/2029
General Administration $ 186,722 § 194,299 $ 202,193 $ 210,417 S$ 218,985 $ 227,913 $ 237,214
Engineering and Master Planning 58,089 59,251 60,436 61,645 62,877 64,135 65,418

S $ S S S S $
Development Review S 126,402 $ 131,801 $ 137,432 S 143,304 S 149,428 & 155814 S 162,475
Inspections and Monitoring $ 89292 & 93023 $ 96912 S 100,966 S 105,192 S 109,598 S 114,191
Floodplain Management $ 451,397 $ 128,235 $ 133,712 S 139,425 S 145382 $ 151,595 S 158,074
Open Channel and Infrastructure  $ 218,797 § 225,966 $§ 233,398 S 241,104 $ 249,096 $ 257,383 S§ 265,978
Drainage Maintenance $ 218,781 $ 226,886 $ 235313 S 244,076 S 253,189 S 262,666 S 272,522
Indirect S 268511 S 275,224 S 282,105 S 289,158 S 296,387 $ 303,797 $§ 311,392
Water Fund $ 208,117 $ 117,278 $ 145911 § 126,260 $ 159,746 $ 98,884 S 105,278
SUB TOTAL $ 1,826,108 § 1,451,962 $ 1,527,412 $ 1,556,355 $ 1,640,283 $ 1,631,785 $ 1,692,541

Additional O&M Requirements

Stormwater (SW) Admin s B} $ 104,091 $ 106,173 S 108,297 S 110,463 S 112,672 S 114,925
SW Master Planning s - $ 87612 $ 89364 S 91,152 S 92,975 & 94,834 S 96,731
SW Development Review s - S 2,816 S 2,872 § 2,930 S 2,988 S 3,048 S 3,109
SW Inspections and Monitoring S - S 7,718 § 7,873 S 8,030 S 8,191 § 8,354 § 8,522
SW Floodplain Management S - S 1,982 S 2,021 S 2,062 S 2,103 § 2,145 S 2,188
SW Open Channel Maint 3 , $ 83446 $ 90215 S 92,020 S 93,860 S 95737 S 97,652
Drainage Maint s - $ 138615 S 141,387 S 144,215 S 147,099 $ 150,041 S 153,042
Pre-Season Flood Mitigation s , $ 265965 S 271,284 S 276,710 S 282,244 S 287,889 S 293,647
Detention Basin Maint s - $ 1,800,000 $ 1,836,000 S 1,872,720 S 1,910,174 $ 1,948,378 S 1,000,000
Operating Capital Replacement s 45,000 § 70,000 § 71,400 § 122,328 S 74,285 S 75,770 § 131,736
Stormwater Project Manager $ 60,000 $ 125160 $ 130,542 S 136,155 S 142,010 $ 148,116 S 154,485
Water Services Operator S 70,000 S 144,300 § 150,505 $§ 156,977 S 163,727 S 170,767 § 178,110
SUB TOTAL $ 175,000 S 2,836,706 $ 2,899,637 $ 3,013,594 $ 3,030,118 $ 3,097,752 $ 2,234,146
GRAND TOTAL $ 2,001,108 $ 4,288,668 S 4,427,050 $ 4,569,949 $ 4,670,401 $ 4,729,537 $ 3,926,687

Additional Operation and Maintenancé€)&M) Requirements are related to the growingeds of
the community andstormwater fund Theycover things like increases in personnel, capital equipment,
pre-season flood mitigation, detention basin maintenance, and master plararidgnodeling Ongoing
detention basin maintenance alone is projegt® costthe fundin excess of $1.8M each of the next five
years-- more than the entire regular O&M budget ihose same yearand years pastPersonnel costs
are projected to increase 4.3% annuatiyaccount for salary and benefit increases, while noaker costs
are projected to increase by 2®ven with these modest projectiorthe current stormwater rate will not
generatesufficientrevenue to meebngoingO&M requirementsor future capital improvemenneeds.

Thestormwater fundis also facing significant capital expenditsirethe coming years. This is due
in large parto the recent wildfires and the associated stormwater infrastructure improvemesgaired
However, there are also multiple deferred capital projects idesdifis criticain the 2010Northeast Area
Master Drainage StudiNEAMDShat will require funding during the periodh total, over $88Mn capital
projects will require funding over the life of this studyhe completion of these critical capital project
expected toreduceemergencyresponsecosts. The table below lists anticipated capital projects through
fiscal year (FY2028/2029 (Table 2).

Table 2: Stormwater Capital Needs through FY 2028/2029
Project Area FY 2022/2023 FY 2023/2024 FY 2024/2025 FY 2025/2026 FY2026/2027 FY2027/2028 FY2028/2029 | Project Totals
Rio de Flag $ 4,135744 S 16,209,000 S 218405 S 570,583 S 834,763 S - s - $ 21,968,495
Spotimprovements  $ 700,863 $ 78,375 § 81,002 $ 85587 $ 89,439 $ 93464 S 97,670 | $ 1,227,305
Post-fire projects $ 13,440,212 S 8,987,000 $ 5733133 § 7,702,871 S 5366334 S - s - | s 41,229,550
NEAMDS study $ 14,815 S 1,828,750 $§ 4,531,904 S 2,852,915 S 4,978,765 $ 4,392,791 $ 2,832,416 | § 21,432,356
Future projects S - 5 - S - S - S - S 498,745 S5 2,344914 | $ 2,843,659
Annual Total $ 18,291,639 $ 27,103,125 $ 10,565,344 $ 11,211,956 $ 11,269,301 $ 4,985,000 S 5,275,000 | $ 88,701,365
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These capital projects will be funded through a combination of PayGo (cash funded), Revenue
bonds, grant funded, and General Obligat{@O)bonds (if approved). The stormwater fund is planning
to issue new debt to cover future capital improvement neadslto fill in any gaps in fundindf voters
do not approve the GO bond, additional revenue bonds will need to be issued and péitiutsy
stormwater fees. The table below shows the proposed funding distribution for these capital projects,
assuming the GOdnd is approved (Table 3).

Table 3: Funding Distribution for Capital PRojects through FY 2028/2029
FY 2022/2023 FY 2023/2024 FY 2024/2025 FY 2025/2026 FY 2026/2027 FY 2027/2028 FY 2028/2029

TOTAL CIP $ 18,291,639 S 27,103,125 $ 10,565,344 S 11,211,956 S 11,269,301 S 4,985,000 S 5,275,000
PayGo (Cash Funded) S 9,491,639 S 1,458,125 S 4,765,344 § 411,956 S 8,269,301 S 4,985000 S 5,275,000
Revenue Bond S - S 16,000,000 S S 6,500,000 S 3,000,000 S - S
Grant Funded $ 1,500,000 S 1,045,000 § - ) - 5 - S - )
GO Bond $ 7,300,000 S 8,600,000 S 5,800,000 S 4,300,000 S S - S

In addition to thesduture anticipated debtsthe stormwater fund has two recently issued debts
with annual debt servicpaymentsaveraging $760,000 over the next five yedise debt service details
forthef und’' s btaicanrbe seen indhe table below (Table 4).

Table 4: Current Debt Service Schedule through FY 2028/2029
FY 2022/2023 FY 2023/2024 FY 2024/2025 FY 2025/2026 FY 2026/2027 FY 2027/2028 FY 2028/2029

WIFA -Stormwater Improvements  $ 323,215 $ 503,048 $ 488,268 $ 473,001 $ 457,506 $ 441,503 $ 425,070
Utility System Revenue Obligations  $ 300,679 $ 313,165 $ 312,411 $ 312,511 & 312,450 § 312,229 § 311,847
Total Current Debt $ 623,894 $ 816,213 $ 800,679 $ 785,601 § 769,956 § 753,732 § 736,917

For any future debt issuances, we assume &4 term and a 4.75% interest rate. The debt
service schedule for the proposed new debt is included below (Table 5).

Table 5: Proposed Debt Service Schedule through FY 2028/2029
FY 2022/2023 FY 2023/2024 FY 2024/2025 FY 2025/2026 FY 2026/2027 FY 2027/2028 FY 2028/2029
-8 1,256,807 $ 1,256,807 $ 1,256,807 $ 1,256,807 $ 1,256,807 $ 1,256,807
s 1,248,952 S 1,704,545 S 2,042,312 § 2,042,312 § 2,042,312 § 2,042,312
s s s s
$ $ $ $

Rio De Flag Project
GO Bond

Revenue Bond
Total

- S - S 510,578 746,229 746,229 746,229
2,505,759 5 2,961,352 5 3,809,697 4,045,348 4,045,348 4,045,343

WA | D

Currently, the stormwater fund receivake bulk of its funding througha stormwater rate
assessedn the monthlyMunicipal Services Billhe rate is charged based tre “Equivalent Rate Units
(ERU) o property, which is equal to the total square footagarapervioussurface arealivided by 1,500
square feef with 1,500determined to be the most equitable basis of distrition. Currently residential
properties have a maximum of 5 ERWhile the averge residential property has 3 ERWUge propose
raising thigresidentiallimit to 10 ERUs as part of this rate adjustment proc€ssnmercial properties do
not have a maximum number of ERUS, thoughasgume averages of 220 ERUs for commerdia box
and 14 ERUs for commercial restaurants. There areapproximately 100,000 ERWY currently being
assessed the stormwater rate the Cityand this number is expected to grow bipout 1% annually due
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to new development. This means thdtet current monthly rate 5$3.74/ERWeneratesroughly $4.4M

per year for the stormwater fundwhich represents99% of its total nosrgrant related revenue
Additionally, there are some miscellaneous revenines Grading & Drain Fields and Drainage Reporting
Reviews, though these amounts are largely immatdaathe purpose of this rate studimilarly, grant
revenue isextremely difficult to project pasta couple yearand we have no estimates beyorfey
2023/2024.The following table shows projected revenue under stetusquo (Table 6).

Table 6: Status Quo Revenues through FY 2028/2029
FY 2022/2023  FY2023/2024  FY 2024/2025  FY 2025/2026  FY 2026/2027  FY 2027/2028  FY 2028/2029
4,409,705 5 4,453,802 $§ 4,498,340 S 4,543,323 § 4588757 S 4634644 § 4,680,991
- S  1,248952 § 1,704,545 S 2,042,312 § 2042312 § 2,042,312 § 2,042,312
938 S 961 $ 985 § 1,010 § 1,035 § 1,061 $ 1,088
5 ] ] s s 5
$ $ $ $ $ $

Stormwater Service Charge
GO Bond Reimbursement
Drainage Report Review
Grading & Drain Field Ins
Total Revenues

29,232 29,963 30,712 31,480 32,267 33,074 33,901
4,439,875 5,733,678 6,234,582 6,618,125 6,664,371 6,711,001 6,758,292

W [ [ | |

Note: GDBondReimbursement amounhereis equal to theOBond
debt serviceamountfrom aboveas it would be repaid through the
voter approvedproperty taxrevenue If GO Bonds are not approved,
these will be additional Revenue Bonds.

The stormwater fund has a beginning balancé&b8,010,222 folFY2022/2023 which includes
the proceeds from its recerttebt issuancelts currentreserve policy is tmaintain an operating reserve
of 25% ofrevenue As evidenced by thwildfire and flood events of théast few years, @ additional
emergency reserve should be established and slowly-bpilio respond to future natural disasteasd
climate change eventsWe propose gradually building an emergencyreserve fundof $2M by FY
2027/2028in addition to maintaining the operating reserve at 25% of revenue

We cannowc o mbi ne t he sstpojeciadvevdnges, expemseg(Pand operating),
debt (current and proposedyeserve targetsandbeginning cash balan@s described abovi®d provide
the projected cash flow statemerthrough FY2028/2029. Here, wesummarize the assumptions used to
producet h e “ st finanaid plag(Tablé 7.

Stormwater rate remains constant at $3.74/ERU

1% annual growth in revenue base due to new development
Votersapprove GO bonddor $26Min November
Targetemergencyreserves of $2M biFY2028/2029

No grant revenue beyon8Y2023/2024

o a0 » W hdoE

Beginning Balance of $13,010,222 f§12022/2023
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City of Flagstaff Water Services Division

Status Quo Financial Plan

Table 7: Status Quo Financial Plan & Cash Flow Statemet through FY 2028/2029
FY 2022/2023  FY 2023/2024  FY 2024/2025 FY 2025/2026 FY 2026/2027  FY 2027/2028 FY 2028/2029

Cash Position Opening Balance  § 13,010,222 § 5516,893 § 2,258,792 $ (4,483,074) § (7,561,406) S (18,914,177) $ (27,173,013)
Revenues

Sale of Storm Service $ 4,409,705 S 4,453,802 $ 4,498,340 S 4,543,323 S 4,588,757 S 4,634,644 S 4,680,991

GO Bond Revenue $ - S 1,248,952 S 1,704545 S 2,042,312 5 2,042,312 S 2,042,312 S5 2,042,312

Grants $ 1,500,000 S 1,045,000 S - S - S - S - $ -

Other Operating Revenue S 938 S 961 $ 985 S 1,010 § 1,035 § 1,061 § 1,088

Non-Operating Revenue S 29,232 § 29,963 § 30,712 § 31,480 $ 32,267 § 33,074 § 33,901

Borrowed Funds $ 7,300,000 S 24,600,000 $ 5,800,000 $ 10,800,000 $ 3,000,000 $ - S -
Revenue SubTotal $ 13,239,875 S 31,378,678 $§ 12,034582 S 17,418,125 $§ 9,664,371 S 6,711,091 S 6,758,292
Expenditures

Operating Expenses $ 2,001,108 5 4,288,668 S 4,427,050 S 4,569,950 S 4,670,401 $ 4729537 S 3,926,688

Capital Improvements $ 18,291,639 S 27,103,125 $ 10,565,344 S 11,211,956 S 11,269,301 S 4,985,000 S 5,275,000

Current Debt Service $ 623,894 $ 816,213 $ 800,679 $ 785,602 $ 769,956 S 753,732 § 736,917

Proposed Debt Service $ - S 2505760 & 2,961,353 S5 3,809,698 § 4,045349 S 4045349 S 4,045,349
Expenditure SubTotal $ 20,916,641 S 34,713,766 S 18,754,425 S 20,377,206 S 20,755,007 S 14,513,618 S 13,983,954
Cash Position
Net Surplus/Deficit S (7,676,766) S (3,335088) S (6,719,843) S (2,959,080) $ (11,090,637) S (7,802,527) S (7,225,662)
Cash Position Before Interest $ 5333456 S 2,181,805 $ (4,461,051) S (7,442,154) $ (18,652,043) S (26,716,704) S (34,398,676)
Interest on Surplus $ 183,437 S 76,987 S (22,023) § (119,252) $ (262,134) S (456,309) S (615,717)
Cash Position Closing Balance $ 5516,893 5 2,258,792 S (4,483,074) S (7,561,406) S (18,914,177) S (27,173,013) S (35,014,392)
Debt Service Coverage Analysis -2.91 -1.27 -1.18 -0.96 -1.02 -1.08 -0.95
Target Reserve $ 1,402,426 S 2,425,689 S 2,550,721 S 2,646,409 $ 3,657,767 S 3,669,239 $ 3,680,826

2023 2024 2025 2026 2027 2028 2029
= Cash Position ~ seeee Operating Threshold == Operating Expenses we Current Debt Service Proposed Debt Service = Capital Improvements M sale of Storm Service
H GO Rond Revenue B Grants B Other Oneratinn Revenue B Non-Onerating Revenie
In the graphic above, the bars represent the

expensesand debt serviceThe black line, which is constantly sloping downwarder the status qup
represents t he ,Wwhientlk'res dotteal Beh rpeopsrietsieonnt s t he fund’ s 1
threshold. Ideally, we would want these two lines to be approaching parallel (with the black line on top)

by the end of the study, representing stabilizatic
needs.
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As we can see, under the status dumancial planthe fundwill go negative sometime durirfgy
2024/2025.TheDebt Service Coveradratio remains negative throughout the length of the stadyg the
fund’s cash positi on isaegative B35MCarmedtreverfuesdreYinsuffidiehBtd 2 0 2 9
meet therising operating coss and future capital expenditure requirementd the stormwater fund.

Without significant increaset® the stormwaterrate t he fund wi | | not be abl e
stormwater needswithin the next three years

Proposition 441, which would provide $26M in GO boenenue forstormwatercapital projects
if approved, will be the primary fact@ffectingour stormwater rate analysisAs such, WRE has evaluated
two scenariosand developed the appropriate rates for édadJndeiSenario 1 GO Bond Approvetoters
passProposition 441 in Novembgproviding $26M in funding fostormwater capital improvementso
be repaidthrough property taxevenue Under Senario 2 GO Bond Not Approvesoters do not pass
Proposition 441 anthat $26Min funding comes from higher stormwater fees and an additional revenue
bond. Both scenarios are presentedith annual rate increases assumedb® implemented in January
each yea(Table 8).

Table 8: Proposed Stormwater Rates through FY 2028/2029
Current Jan-23 Jan-24 Jan-25 Jan-26 Jan-27 Jan-28 Jan-29
Scenario 1: GO Bond Approved $374 § 655 S 818 S 9.00 S 931 S 964 S 9.98 S510.33
Scenario 2: GO Bond Not Approved $ 3.74 § 842 § 968 $10.02 §$10.37 §$10.73 §$11.10 $11.49

Annual Change

Scenario 1 §$ 281 S 164 S 082 S 031 S 033 § 034 S 0.35
Scenario 2 $ 468 S 126 S 034 S 035 S 036 S 038 S 0.39

Under both scenarios, rate increases in the first two years ef gtudyare significanton a
percentage basjsthoughthe current rate is low on the national level based on the complexity of the
Stormwater SectionSee Appendix A Western Kentucky University Stormwater Utility 2021 Survey).
Stormwater section responsility varies between communities in that certain communities are focused
on water quality issuegnitial large increases afellowed bymoderateincreasesveraging3.5%annually
over the finalfive years of the studyinderboth scenariosWhile itmay seem like a large initial jump in
the first yearof the study consider thatFlagstaff has experiences multiple wildfires atelastating
climate change eventince the last time the rate was reviewdglate adjustmentare necessary talign
the stormwater rate withthef und’ s capi tal, operati naverthelldelot ser vi
this rate studyThe complete financial plamssociated with each scenaace presented on the following
pageg(Table 9, 10)
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City of Flagstaff Water Services Division

Scenario 1: GO BorgprovedFinancial Plan

Table 9: Scenario 1 Financial Plan through FY 2028/2029

FY 2022/2023  FY 2023/2024 FY 2024/2025 FY 2025/2026 FY 2026/2027  FY 2027/2028  FY 2028/2029
Cash Position Opening Balance  $ 13,010,222 $ 7,187,068 $ 8,320,138 $ 7,591,622 $ 11,400,952 $ 7,537,213 § 7,403,454
Revenues
Sale of Storm Service $ 6,063,344 $ 8,768,423 $ 10,332,125 $ 11,123,689 $ 11,628,148 § 12,155,484 S 12,706,736
GO Bond Revenue $ - § 1,248,952 S 1,704,545 $ 2,042,312 $ 2,042,312 § 2,042,312 $ 2,042,312
Grants $ 1,500,000 S 1,045,000 $ - 5 - $ - S - 5 -
Other Operating Revenue S 938 S 961 S 985 § 1,010 § 1,035 § 1,061 S 1,088
Non-Operating Revenue S 29,232 § 29,963 § 30,712 § 31,480 $ 32,267 § 33,074 § 33,901
Borrowed Funds $ 7,300,000 S 24,600,000 S 5,800,000 & 10,800,000 $ 3,000,000 $ - S -
Revenue SubTotal $ 14,893,514 S 35,693,299 S 17,868,367 S 23,998,491 $ 16,703,762 S 14,231,931 S 14,784,037
Expenditures
Operating Expenses $ 2,001,108 5 4,288,668 S 4,427,050 5 4569950 S 4,670,401 $ 4,729,537 S 3,926,688
Capital Improvements $ 18,291,639 $ 27,103,125 S 10,565,344 5 11,211,956 S 11,269,301 $ 4,985,000 S 5,275,000
Current Debt Service S 623,804 S 816,213 S 800,679 S 785,602 § 769,956 S 753,732 S 736,917
Proposed Debt Service $ - $ 2505760 S 2,961,353 $ 3,809,698 $ 4,045349 § 4,045349 $ 4,045,349
Expenditure SubTotal $ 20,916,641 $ 34,713,766 S 18,754,425 $ 20,377,206 $ 20,755,007 $ 14,513,618 S 13,983,954
Cash Position
Net Surplus/Deficit $ (6,023,127) S 979533 S  (886,058) $ 3,621,285 S (4,051,245) $  (281,687) S 800,082
Cash Position Before Interest $ 6,987,095 $ 8166601 S 7,434,079 $ 11,212,907 $ 7,349,706 § 7,255,526 S 8,203,536
Interest on Surplus g 199,973 S 153,537 S 157,542 & 188,045 § 187,507 § 147,927 S 156,070
Cash Position Closing Balance  $ 7,187,068 $ 8,320,138 $ 7,591,622 $ 11,400,952 $ 7,537,213 $ 7,403,454 S 8,359,606
Debt Service Coverage Analysis 6.88 1.78 2.07 1.92 1.91 2.01 2.3
Target Reserve $ 1,815,836 $ 3,504,344 S 4,009,167 $ 4,291,500 $ 5,417,615 § 5,549,449 S 5,687,262

2023

= Cash Position ~ eseee
W GO Rond Revenise -

2024

Operating Threshold
Grants

2025

w— Operating Expenses

2026

s Current Debt Service

2027

Proposed D

W Other Onerating Revenie B Non-Onerating Revenue

ebt Service === Capital Improvements

2028

2029

M Sale of Storm Service

Under Senario X Go Bond Approvedve can see that the bars representisgprmwater rate
revenuereflect a clear increase in 2023 and 2024, befecenewhatleveling offin later years. The GO
t he
cash positioris drawn down over the first two years of the study to pay for some large capital projects,
though itstays positre throughout the studg n d i

bond

(dar k

brown) i
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Stormwater Utility Rate Adjustment Study
City of Flagstaff Water Services Division

Scenario 2GO Bond Not Approvdtinancial Plan

Table 10: Scenario 2 Financial Plan through FY 2028/2029
FY 2022/2023  FY 2023/2024 FY 2024/2025 FY 2025/2026  FY 2026/2027 FY 2027/2028  FY 2028/2029

Cash Position Opening Balance  $ 13,010,222 $ 8,300,519 $ 10,218,670 $ 9,332,664 S 12,383,189 § 7,803,023 S 6,998,672
Revenues

sale of Storm Service S 7,165771 $ 10,772,634 $ 11,843,145 $ 12,380,232 S 12,941,676 $ 13,528,581 S 14,142,102

GO Bond Revenue S - S - S - S - S - S - S -

Grants S 1,500,000 § 1,045,000 S - g - S - S - S -

Other Operating Revenue S 938 § 961 985 § 1,010 § 1,035 § 1,061 § 1,088

Non-Operating Revenue 3 29,232 29,963 30,712 $ 31,480 § 32,267 $ 33,074 $ 33,001

Borrowed Funds $ 7,300,000 $ 24,600,000 $ 5,800,000 $ 10,800,000 $ 3,000,000 $ -5 -
Revenue SubTotal $ 15,995,941 $ 36,448,558 $ 17,674,842 S 23,212,722 S 15,974,978 $ 13,562,716 S 14,177,091
Expenditures

Operating Expenses $ 2,001,108 $ 4,288,668 $ 4,427,050 S 4,569,950 S 4,670,401 $ 4,729537 S 3,926,688

Capital Improvements $ 18,291,639 $ 27,103,125 $ 10,565,344 $ 11,211,956 $ 11,269,301 $ 4,985,000 $ 5,275,000

Current Debt Service S 623,894 § 816,213 S 800,679 § 785,602 S 769,956 § 753,732 S 736,917

Proposed Debt Service 3 % 2505760 $ 2,961,353 $ 3,809,698 $ 4,045349 $  4,045349 S 4,045,349
Expenditure SubTotal $ 20,916,641 $ 34,713,766 $ 18,754,425 $ 20,377,206 $ 20,755,007 $ 14,513,618 S 13,983,954
Cash Position
Net Surplus/Deficit S (4,920,700) $§ 1,734,792 S (1,079,583) $ 2,835,516 S (4,780,030) $  (950,903) S 193,136
Cash Position Before Interest $ 8,089,522 $ 10035311 $ 9,139,087 $ 12,168,181 $ 7,603,159 $ 6,852,120 S 7,191,808
Interest on Surplus S 210,997 § 183,358 5§ 193,578 § 215,008 S 199,863 § 146,551 S 141,905
Cash Position Closing Balance ~ $ 8,300,519 $ 10,218,670 $ 9,332,664 $ 12,383,189 S 7,803,023 § 6,998,672 S 7,333,713
Debt Service Coverage Analysis 8.66 2.02 2.03 1.75 1.77 1.87 2.17
Target Reserve S 2,791,443 5§ 3,693,158 S 3,960,786 S 4,095,058 S 5235419 $ 5382145 S 5535525

2023

= Cash Position =sss+ Operating Threshold
W Grants B Other Operatina Revenue B Non-Operatina Revenue

2024

2025

w—— Operating Expenses

2026

wews Current Debt Service

2027

Proposed Debt Service

=== Capital Improvements

2028

B sale of Storm Service

2029

UnderScenario 2 GO Bond Not Approvethe lost GO bond revenue is replaced by an additional
revenue bond and higher stormwateates. Af t er
represented by the orange barsstormwater rate revenueThere areslightlylarger increases to the rate
in the first two yearswith most other aspects of the chart staying the same. The slefition in the
shape of the operating threshold line is due to the operating reserve being based on a percentage of
revenue— since the stormwater rate is higher undgcenario 2 GO Bond Not Approvedhe required
operating reserve will also be higher
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Stormwater Utility Rate Adjustment Study

Finally, we must consider the impact of these changes on the average customer. For residential
customers, we used an average of 3 ERUs; for commercial baybmmers we used an average of 220
ERUs; for restaurants, we used an average of 14 RbR11, 12, 13)

Table 11: Impact on Average Residential Customer
Current 3 ERU Proposed 3 ERU Monthly Change Annual Change
Scenariol S 11.22 5 19.64 S 842 5§ 100.98
Scenario2 S 11.22 5 2525 § 1403 § 168.30
Table 12: Impact on Average Commerical Big Box
Current 220 ERU  Proposed 220 ERU  Monthly Change Annual Change
Scenariol S 822.80 5 1,439.90 S 617.10 5 7,405.20
Scenarin2 S 82280 5 1,851.30 S 1,028.50 S 12,342.00
Table 13: Impact on Average Commercial Restaurant
Current 14 ERU Proposed 14 ERU Monthly Change Annual Change
Scenariol S 5236 S 91.63 S 39.27 § 471.24
Scenarin2 S 5236 & 117.81 S 6545 S 785.40

Here we can seethe effect of Proposition 441 on the stormwater rates by considering the
difference between the average monthly hilhder each scenaridJnder the more favorabl&enario 1
GO Bond Approvedhe average residential customevould see their monthly bill increase 1$8.42.
Likewise, the average commercraktaurantwould see amonthly increase of$39, whilethe average
commercial big box would see an increase of $p&7 monthunder Scenario 1.Under Senario 2 GO
Bond Not Aproved the average residential customer would see their bill increase by $14.03 per month,
or $168.30 in the first year.

It is important for customers to understand tigeowing and critical needs of the stormwater fund
and the role the stormwater rate py&@ in achieving those needas the City of Flagstaff continues to
recover from wildfires and climate change events, it is essential that the stormwater fund is prepared to
serve its community’s ne e.dDsspitecortentdashreserves io dxaegs ob u t
$13M, the stormwater fund would see a negative cash balance in FY 20242025t some type of rate
increase or service level reductionder the status quo financial plamherefore staff is requestinghat
the City Counciteviewthe stormwater rates so thathis enterprise fund idinancially preparedor an
uncertain futue.
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Stormwater Utility Rate Adjustment Study
City of Flagstaff Water Services Division

Appendix A

Western Kentucky University Stormwater Utility 2021 Survey

$/1000 SF per month
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& < QP &
City $/1,000 SF per mont City $/1,000 SF per mont
Piqua, OH 1.24 Chattanooga, TN 4.35
Hampton Township, F 1.25 Flagstaff, AZ (S1) 4.37
Statesville, NC 1.57 Albany, OR 4.62
Apex, NC 1.67 Ogden, UT 5.23
Greenwood, IN 1.79 Alameda, CA 5.59
Flagstaff, AZ (Current 2.49 Flagstaff, AZ (S2) 5.61
Monroe, NC 2.63 Palo Alto, CA 6.02
Medford, OR 2.75 Norfolk, VA 6.53
Cocoa, FL 2.98 Newport News, VA 6.67
Salt Lake City, UT 3.04 Virginia Beach, VA 6.73
Park City, UT 3.05 Marysville, WA 7.93
Miami-Dade, FL 3.23 Yakima County 8.19
Fort Worth, TX 3.59 Issaquah, WA 8.95
Durham, NC 3.63 Milwaukie, OR 9.32
Park Ridge City, lllinoi 3.93 Mukilteo, WA 9.37
Margate, FL 3.97 Des Moines, IA 11.34
Aurora, CO 418 Mountlake Terrace, W 11.84
Port Angeles 4.22 Portland, OR 13.02
Pittsburgh, PA 4.26 Washington, DC 18.14
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